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EDITORIAL

Accountant and Banker
Among the richest blessings of the times is the increase of
cordiality and mutual understanding between men of the same
trade or profession and between men engaged in similar or
related callings.
The time is not immemorial when the banker, for instance,
was in constant fear lest his competitor across the street should
learn something of his business, his customers or his financial
condition. In those days it was often true that the banker felt
himself entitled to know all about his customers but conceded to
the customers themselves no right to a similar acquaintance with
the business of the bank. It is rumored that in remote places
these conditions linger to-day. But for the most part the banker
as we know him is a wide-awake, straightforward man of busi
ness, who has learned the benefits of cooperation with his fellow
banker and is gradually learning that cooperation to an even
further extent is to the advantage of all concerned. Yet among
some of the most progressive bankers there still remains room
for improvement—and it may not be amiss to say so.
Let us glance for a moment at the relationship between the
banker and the accountant. Is it all that it should be? Is there
complete harmony between these two closely allied professions?
Is the banker somewhat prone to demand at times with a degree
of intolerance that the accountant shall set his house in order
while he himself ignores certain manifest needs in his own house
keeping? These questions are prompted by recent utterances of
bankers, notably an address reported in the Boston Transcript of
March 15th, in the course of which the speaker, a representative
of the Merchants National Bank of Boston, expressed a good
deal of dissatisfaction with reports made by accountants and
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submitted by business men in support of their applications for
credit. There have been similar statements by several represen
tative bankers and we admit frankly and freely that there has
been justification for much criticism. Far too many accountants
are ready or seem to be ready to fail to emphasize weaknesses in
the financial condition of clients which should be made clear to
the banker. This matter has received the careful consideration
of leaders in the accounting profession and it is gratifying to
know that committees have recently been appointed by the Robert
Morris Associates, an organization of credit-men of the banks, and
by the American Institute of Accountants in the hope of bringing
about a better understanding between the two professions and
with the firm intention of removing evils which exist.
The point in mind at the moment, however, is not the short
comings of the accountant but rather the somewhat distorted
view of the facts which seems to affect the vision of some bankers.
Looking back over the record of the accounting profession for
the past thirty years, which practically covers the life of American
accountancy, we find a remarkably small percentage of unsatis
factory work and a really astonishing lack of intentionally dis
honest work. It is doubtful if any profession or trade or industry
can present a record as free from moral turpitude as is that of
the accountant. The practitioner in accountancy is not always
a heaven-bom genius, and in a great many cases he lacks the
ethical point of view which should be held by every member of
a learned profession, but he is generally honest and as a rule
strives to present facts as they are.
The banker, however, in some cases seems to have lost his
sense of perspective. He expects the accountant to render services
in excess of the accountant’s engagement. And he expects him
frequently to display an insistence upon details which the banker
himself does not require of his customer. It is all very well to
say that the statement of accounts should reveal this thing or
that and to hold the accountant responsible when the statements
are not complete, but the banker himself is not blameless in the
matter. We firmly believe that if the banker and the accountant
will unite in the demand for access to all matters which have
a bearing upon the financial condition of the client the banker
will find that the accountant can render an indispensable service.
It has been openly stated by bankers that they hesitate to insist
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upon properly certified statements for fear of losing business. If
this is true, as we believe it is in many cases, the banker is not
exactly in a position to criticize adversely the accountant who is
unable to bring pressure to bear upon the client sufficient to
induce a complete exposition of conditions.
What we are trying to say may be summed up in a few
words. Let the banker criticize and accuse the accountant of all
the shortcomings of which he is guilty, but before doing so let
him be sure that he has done his own part well.

Finance, Sound and Unsound
A recent demagogic suggestion that the banks should be
required to disgorge their wealth to finance enterprise and that
thereby burdens would be lifted from the shoulders of the public
must have struck the thoughtful reader with a good deal of force.
The power of the suggestion is the inference of intense ignorance
on the part of the general public.
Unfortunately it seems to be characteristic of the leaders of
labor—or at least of some of them—that they either know nothing
whatever of finance and economics, or else, comprehending the
lack of such knowledge on the part of their audience, they attempt
to put into effect proposals absolutely silly and futile. The idea
that the banks are great depositories of wealth having respon
sibility to no one and that all that is necessary to bring such
resources into common use is legislative enactment or popular
demand is a fair indication of the fatuous nature of much widely
disseminated clap-trap.
Accountants have an opportunity for real service in refuting
the sophistries which are now so much in the air and in the ink.
None knows better than the accountant the facts of finance and
none should be better qualified than he to expound them so that
the public may have knowledge.
The case was aptly put in a recent address by Sir Halford J.
Mackinder at the annual dinner of the Glasgow Chartered
Accountants Students’ Society. With a change of terminology
here and there what was said in Scotland might well have been
said in the United States. We commend to the thoughtful
attention of our readers the following excerpts from a report of
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his speech. There are many men in the public eye to-day who
would receive a benefit and confer one by a grasp of the principles
expressed.
They (as chartered accountants) held a secret which he
wished the public had. That secret was double entry. When
they made a credit entry they knew that they had also to make
a debit entry. If the public only remembered that it would ease
the path of politicians and statesmen. Take, for instance, what
he found, not merely in working-class circles but in the drawing
rooms of London—a belief that the masses of deposits in the
banks were wealth. The fact of the matter was they were debts. If
he went to his banker and persuaded him to give him a credit to his
account he proceeded to write a cheque, with which cheque he
paid the man to whom he owed a debt. That man passed on that
cheque to his banker and forthwith it was wealth to his account.
But that man’s wealth was simply his debt. If they could only
persuade the public to understand that these thousands of millions
which figured today in the balance-sheets of the banks were really
debts, we would have gone a long way towards sanity and a long
way to recuperation in the nation. It seemed to him that at the
present time the profession of the chartered accountant was the
most important in the country. They had to be realists, and their
difficulty was to get business men to be realists. But beyond looking
at the facts they had to go further. They had to be idealists. They
had to sympathize with the business man who called them in.
They had to picture what was not—prosperity. They had to bring
it about. Accountancy was a profession, not a business, and the
essence of a profession was that it had a law of self-denial, of
morality, of public service. It was to that law that the nation
owed its standing in the world to-day. In this age of joint-stock
companies, when all men were interested in commercial ventures,
we required men who drew themselves apart, who refused to touch
profits, who took fees for their services independent of the size
of the business with which they were associated, whose main
aim and function in life was to keep to essential truths. To-day
with limited liability they had distributed responsibility. Bank
ruptcy had lost half its terrors with limited liability. Limited
liability meant that nobody was specially responsible. Therefore
it was that the services of the chartered accountant were abso
lutely necessary to the safety of our civilization.
He knew no finer preparation for public service, for
high statesmanship, for great offices than the profession of the
chartered accountant, generously and broadly prepared for and
conceived. During the war they were constantly told that
what they wanted in parliament was business men. He differed
from that view. The life that had been spent in business, aimed
at the profit of a great company it might be, put a man in a
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different frame of mind from that which was necessary to be a
great minister of the crown. He had not got the altruistic attitude.
The theorist on the other hand, the political economist, perhaps
lacked the concrete knowledge which was got in business; but he
said that the business man lacked a little of the detachment which
was got in academic study, and he held that the public service
required both the concrete experience and the detachment. The
chartered accountant saw the inside of the business, but he saw
it from a detached point of view. He wanted to suggest to the
students that they were the medical advisors of commerce.
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